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EDITORIAL SECTION 





LOANS OR CLAIMS UNDER LOST POLICIES 
a rather extensive inquiry 
with reference 


We have been making 
among the leading life companies, 
to their practices in the handling of lost policies, 
and the granting of loans-and payments of claims 
thereunder. We are pleased to submit below the 
practices of ten of the companies questioned. 

One company issues a duplicate policy upon be- 
ing furnished with a statement by the insured and 
beneficiary showing that the original policy has 
been destroyed. When the duplicate has been 
issued the company will change the beneficiary, 
make a loan, or pay a cash value on the same papers 
that would be required if the original policy was 
in existence, no further guarantee or bond being 
necessary. When a contract matures or becomes 
payable as a death claim, this same company ac- 
cepts an affidavit and guarantee from the beneficiary, 
but does not require a bond. 

Another company loans on lost policies, as a 
general rule, obtaining an affidavit of loss and in- 
demnity agreement, and also a surety bond for 
twice the amount of the loan, if there is any cash 
payment to be made by the company. If the loan 
is merely to cover a premium the company does 
not require a surety bond. In the case of death 
claims this company secures an affidavit of loss and 
indemnity agreement, although it might require 
a bond in a special case. 

A third company issues a duplicate policy upon re- 
ceipt of an affidavit covering the facts which sur- 
round the loss or destruction of the original policy, 
the affidavit to be made by all persons having an 
interest in the policy. In the settlement of a death 
claim, matured endowment, or cash surrender value, 
where it develops that the policy has been lost, or 
destroyed, a satisfactory affidavit must be furnished 
by the interested person or persons. If in any case 
the facts brought out indicate that a third person 
has had possession of, or is interested in the policy, 
the statement of the facts, including a disclaimer 
of interest, is required from such third person. 

The fourth company issues a duplicate policy to 


take the place of the original policy which has been © 


lost, or destroyed, and loans are made against these 
duplicate policies under the same conditions as 


ene 


or matured endowment claims where policies 





This 
death, 


govern in the case of “the original policy. 
company does not require a bond. Under 
are 
lost no bond is asked for, but an affidavit covering 
the circumstances is required of the beneficiary. 

An affidavit is required by the fifth company signed 
by the insured and the beneficiary, assignee, or other 
interested parties. The company having issued 


duplicate policy, application for loan or settlement 





made surrender of the policy 
without requiring a bond indemnity. The 
ception to the foregoing would only be in a case 
where the company had received information that 


thereunder is upon 


CX- 


the original policy was in existence and had been 


| . . 
_ pledged as security by the insured to some other 


_loss is recent, this company might require a 
of indemnity. 


party. 

The sixth company’s action depends upon the cir- 
cumstances of each case. If the affidavit regarding 
the loss of the policy sets forth only the fact that the 
policy cannot be found, and if it appears that the 
bond 


In such cases, however, if the facts 


| regarding the loss are clear and concise, this require- 


-ment may be waived. 


In all cases, where a policy 


_is destroyed, and in a great majority of cases where 


policies are lost, this company does not require a 
bond, but reserves the right to require it in those 
cases where it is not satished that. proper payment 
can be made without it. 

Another company’s practice is to require affhda- 
vits from the insured, the beneficiary, and the as- 


signee, if any, and the person in whose possession 


_ the policy was at the time of its loss, or destruction. 


lf the affidavits disclose the fact that the policy was 


lost or mislaid, the company issues a copy of the 


is lost 
company will issue an “A” 


| payment. 


| 


' dorsement. to 


policy with an endorsement to the effect that the 
furnishing of a satisfactory surety bond shall be a 
condition precedent to any payment. If the policy 
while in possession of the company, the 
policy to take the place 
of the original one, without any endorsement re- 
quiring the furnishing of a bond as a condition for 
When called upon to change the bene- 


ficiary under, a copy of,a policy containing the en- 


Surety bond shall be a condition precedent to any 


the effect that the furnishing Of ay 
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payment, this company requires a bond covering 
ny and all payments under the policy, and all 
hanges of beneficiary without the production of the 
priginal policy. When making payments in such 
ases, a surety bond is required. In exceptional 
ases, When the affidavits warrant it, the company 
accepts the personal bond of the payee, instead of 
surety company bond. When making changes 
f beneficiary, or payment under the “A” policies, 
the company does not require any bond. 

The eighth company requires a statement setting 
orth the insured’s reasons that the policy is lost, and 
{these statements appear reasonable the company 
furnishes an affidavit to be executed, and upon its 
eturn a certificate of insurance is issued to take 
he place of the original policy. Policy loans may 
hen be made and claims are paid upon presenta- 
ion of the certificate. No bond is required in such 
































of an endowment policy, if it is then missing with- 
put previous notice of loss, a bond is usually re- 
wired before payment of the claim is made. This 
ply applies in cases witere the policy has actually 
atured without any previous notice of loss. 
Another company issues, upon receipt of due 
roof that the policy has been destroyed, a dupli- 
ate policy which will have the same force and 
ffect as the original, and which will be available 
is security for a loan, or acceptable to the same 
extent as the original in event of the policy becom- 
ngaclaim. Where a policy has been lost or mis- 
ail, a copy of the policy ordinarily is furnished 
non receipt of proper evidence of such loss, and 
here the evidence is such as to indicate that the 
wlicy has been lost beyond recovery, a duplicate 
bolicy having the same force and effect as the 
briginal, is usually issued, depending upon the evi- 
lence in the case. 








The last company questioned does not require the 
olicy of insurance be taken up at the time of grant- 
ng a loan, and it does not, in general, make endorse- 
lents of loans on policies when a claim is presented 
na policy under which a loss certificate has been 
ssued the claim is paid according to the terms of 
he original policy, the certificate taking the place 
{the original policy in all respects. 





LIFE INSURANCE SALES 
For three months in succession, sales of ordinary 
fe insurance in the United States in July were 
0% ahead of the corresponding month last year, 
cording to a report just published by the Life 





ases. At the death of an insured, or at the maturity | 


_ 





Insurance Sales Research Bureau of Hartford, Con- 
necticut. . 

The figures showed the very large total of $688,- 
000,C00 of new paid business in the country as a 
whole. These figures were contributed by com- 
panies doing about 88% of the total business sold. 

So widespread was the evidence of good business 
conditions that practically every state in the Union 
showed a gain over the record of a year ago. 

Improving agricultural conditions in the spring 
wheat sections were reflected in the enormous gains 
shown in the Dakotas, where increases of 98% and 
47% were shown in North and South Dakota, re- 
spectively. 

The widely discussed boom in Florida resulted 
in a record breaking month there, sales being $8,- 
| 750,000—a gain of 94% over July 1924. 
| Other states which showed outstanding gains for 
| 








July were: 


mmGe BetenG. . .65.5.2...- .. 73% gain over July 1924 
SO ee oo ee 26 =* “ “ «“ 
Se EES St ae 38% 4“ se “wo 
District of Columbia......... t ae .- « “ 
EE Ga ced diwede ss deca ae >* +“ “ ‘“ 
New York ee ee eee eee eee eee nee 29% ‘6 sé ‘6 ‘“ 
ae yc ee “6 a 
NE ee 23% + # «« ‘ a m 
en 22% “ «“ «“ 
oe oe 22% * 6 a P" 


So excellent were the sales in July that the record 
for the year to date was again raised. For the 
seven months of 1925, an increase of 11% over the 
seven months of 1924 is now shown for the country 
as a whole. Each succeeding month shows a con- 
tinuing or increasing rate of improvement over 1924, 
and if the present rate is carried through the re- 
maining five months, the amount of protection given 
to the American public will reach a total which was 
undreamed of only a few years ago. Of the nine 
main geographical divisions, each shows a gain for 
the seven months of at least 5%. The leading sec- 
tion is the West North Central, comprising the 
states of Minnesota, Iowa, Missouri, North Dakota, 
South Dakota, Nebraska and Kansas, and the West 
South Central comprising the states of Arkansas, 
Louisiana, Oklahoma and Texas. 

Each shows an improvement of 13%. 


IMPROVING BUSINESS CONDITIONS 
THROUGHOUT CANADA 
Life Insurance Sales in July Show Substantial 
Increase—Improvement in Many Provinces 
Canadian purchases of ordinary life insurance 
reached a fine total in July according to a report — 
just published by the Life Insurance Sales Research 
Bureau of Hartford, Connecticut. During that 





Continued on page 43 
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Admitted 
Assets 
Agricultural, Mich.......csccsscossevccses $1,670,652 
EOE, Tellin cs oon chie us 66 00 00d 0 oe Celebs 9,045,249 
te Si «dein ceeesceseeseeseee | 6bnkesbaes 
Atlantic, Richmond, Virginia............ 14,495,974 
Ss Mobs 0Gbcchdsnct ccuscceShoccccee 1,406,: 
EE ee ee ee eee eee 
National, Colorado inthncdaked ke 310,452 
Reserve, ‘Nebraska.............. 15,856,171 
Ss 5b. eben buse coer énee sniacd oe 6,061,132 
i> ndddénddloeécces ebe0csbee *36,350,624 
i i, . do dn an concooecsecsees 7,483,4 
Pt Sn BOE cusabeccccecescecesce 2,462,447 
SE, ~ BOM cwb we sto b ee dé cc cteess coer 19,238, 790 
i eee. 04 gn od chee otto ck oss 6s 74,000 
Columbian cts ob 56 00 00 6h canes 29,958,016 
Connecticut General, ih. cdeccoveonbibe veewore 
Connecticut Mutual, ih s9s6ssseees o6e 4124,364,444 
Conservative, West Virginia pes oeocoscooe 3,634,737 
rr i I, no bung c 0g 00egesb ts 2,200,466 
Detroit, Michigan........ » 66000 des bWebeee 4,462,282 
SES hounds cuboks 6oebocckscccceb és 436,486 
BOE, HMOs cocbdnewcdcccccccccoces 382,427 
Perenerw Peetbemes, Bib. cnc ccccccccccccccs 2,643 
Farmers Union Mutual, err 152's76 
in. +s ches eewssoeteoceceecess 8,353,429 
Franklin, Saxtheocosbhheadbadssseccecbos 18. 538,145 
Great American, Kams................55- 691,790 
GG Rs cochb ey cbsnepddedeoccodccecs eed * =0bneechone 
St MIN Vu » whe 6% 60 cBe 00 bb comoweet 3,026,200 
SG Bs. Boo md codgodvss cece cdo cncne és 47,677,414 
De? ME, REND s nc cbeccdeseooscocsesce 3, of SS ie7 
i TEE... <i cukecccWeeccececess 
Inter- euntain. Se eee See “Boas 710 
International, Illimois................++- 
Jefferson Standard, N. C..........ceeee0- 28,908,463 
Se GR, DEW iicaccccccnccéoccesne. \ wevdedd cdc 
CR 8 5 wa cnamceeeesseoes 3,484,480 
Life Insurance Co. of Virginia.......... 43,915,472 
DR ~M. (ls o6 Scdcccebccoscescces 4,982,276 
ON ERS a 7,849,206 
OG, Des 60 bcdc coeWecccccccnecs 3,117,772 
memes DEMO BEN ow... kt csone -- eeethaness 
Morris Plan, New York.............++++- 428,433 
i. (i) Mh dns edad sheSaeee he 6 ee dees c 727,700,044 
Mutual Benefit, New Jersey............. +402, 629, 
Sn -WMDONG. conden d coccbedecccccess (3) 91,404,625 
National Savin 7 i « Minneceen dens 259, 
New England utual, Pein cesccsccee.” * coxubabece 
Dt. Sea Ti. > 6 cohen tcekoccoscencce 6,052,522 
North western Ce a ee 
Northwestern National, Minn............ 20,107,447 
Ohio National, Ohio.............ceeeeess 6,141,506 
Pacific Mutual , Colipenia tncoho cas dees 6 +.. abe ak 
Pe PI Ma Uo wcatebocestebdccccccte $302,777, 251 
Peoples Life, fobeans. niet de® wtrien ean 1,325, 
ee ee KcatdGbubepekh occceccecd © sdcaneseds 
Prairie, Da Pat ths ties secchascenece 10,891 
i Mn. haan ann ceseeceeeeee ¢e 1,510,119 
Pe eee EG. BR ccc wccwccoccccsces y 
Quick Payment Old Line, Missouri...... 552,549 
i i. > o.. eee  e ceeeeneee-. . enbamannas 
NG ES a ee 33,512,273 
DS lt. teadhbtbedad ces bocucotess 1,601,303 
Roosevelt, Minn..... i, cedeemeneeeounseoe” + cbadeows ese 
ee GE, MPU on obo Gc dbensececcaMebe: ° svootececs 
6,579,870 
$2,955,149 
13,856,942 
*2,708,430 
6,106,130 
563, 
4,106,156 
‘ 688, 
-~Union Central; Ohio................4..... 213,875,130 
St: OGM. ss <idb bide Uc 00 bog d oe 931,720 


United. Fide 
'n 


United States, New Yo 
United States Natl. Ill.................. 432 


710: 


Net 
Reserve 


$1,344,207 
8,777,829 


11,685,416 
723,236 


182,434 
13,102,809 
4,369,569 
*33,261,000 
15,757, 000 
2, 146,458 
15,001,268 
,000 

25, 51 5,720 
tS, 000, 060 
102,948,484 
3, ‘021, ‘613 


1,336,288 
3,955,067 


22,871 
187,820 


2,120,957 
104,260 
$6,030,234 
17,121,527 


"2,804,460 
39,111,916 
2,512,000 


24,347,066 
*489,000 


3,110,929 
35,757,521 


4,194,106 


ee eeeeeee 
*eeeeeeeee 
“eee eee ee © 


Capital 





100,000 
400,000 
300,000 


170,361 
Mutual 


Mutual 
150,000 
Mutua! 
1,134,500 


Mutual 
20,000 


Mutual 
100,000 
200,000 


Surplus 





210,873 
41,779 
79,506 

514,530 


7 ee 62.504 
215,130 
711,110,000 


10,525 


855 
18,988,478 


11,943,977 
150,700 


Insurance 
Written 


$1,425,000 
290 


(1) 61 ,120,613 


190 103,868 
26,751,909 


*6,906,384 
*48,973,000 
107,689,565 

1,600,000 
5,841,209 


2,106,640 
50,222,000 
1,038,300 


2,747, oe 
33,492,757 

2,947,876 
*2,000,000 

5,410,921 





5,625,853 
2,713,680 
7 950 


+573,000, 


Insurance 
In Force 














30,977,496 
18,100,000 
0,377 52 
1,701,472 
5,145,800 
33,657,541 
4,551,750 
7,272,782 
66,087,927 
5,905,000 


29,447,688 
$2,178,232 
204,440,211 


18,734,519 
yp 4,734 


18,555,758 
79,211,004 
21,574,763 
114,220,606 
15,046,875 


ee 


442,419,966 














93,668,483 
*73,011,472 
20,413,250 
454,124,199 


al tae 474 


99, une mY 491 


70,737 
230,724 (4) 2 (4) "2522.07 








Mo 





41.4 
47.9 


2.9 





























Mortals 
Ratly 
*0.0 
143.4 
“he 
"3.4 
No dea 
6s 
7.6 
49 
8.0 


Hj 


15.6 
4.0 


o-r 
—— 


od 
> wee = 


eS 


b 


414 
*H).0 
47.9 


46.1) 
42.9 


*47.0 | 
44.5 
35.0 
48.9 


Zee 
eoocce 
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Admitted 

















Net insurance Insurance Mortality 
Assets Reserve Capital Surplus Written In Force Ratio 
Victory, KaMBas......-..eececeeseeecerees 472,073 276,731 100,000 80,490 3,000,000 1,000,000 40.0 
victory National, Plorida............... 219 30,689 103,500 _79,154 2,697 ,686 4,707, 750 wake 
Volunteer TEs & add ot een cccacdseo? 10,413,522 7,926,872 1,000,000 738,999 8,807,260 9, 00,000 
weat Conant, CalifoOrmia......jccccsccccces sevcesesss ceseseeses POO000 cea sceeees 12,077,164 82,244,706 ese 
Western States, California.............. 2,002,724 8,504,251 1,000,009 173,622 15,895,764 97,234,254 41.0 
CANADIAN COMPANIES 
Mameda, COMRERoccccccccccccccsepeccecess ceeccesece cecseseces EWCNCeD os vednccces 66,243,836 533,285,682 44.2 
Peeretiee. CeeGuwcll. cowbisuteewesde 1: Wéabotinene ..  csccccecee . “Cl edevedha "" eeeseccecs 20,169,426 196,086,202 oes 
eee WG, Mises ccccccccossasesonceemes:>.-cspeeaeeest ‘lemdebenecs , ‘evbletice shim Nil!) Gide che ded +1,739,168 399,440,369 
juperini, CAMARA. ......cccccececcccceees Oy ee CODBOR  ccvcccvccs 16,787,558 185,887,658 ses 
Bamdon, CAORRERi 6s 0rctocccsvtedcocedcces’ | cadegcspidee | ede cicvees nt. ern<aneune 132,287 ,256 1194,459,378- 25.5 
DE Cee, at. 0 dant ence apa geses ei 799,246 5,970,704 250,000 614,000 14,891,450 140,121, sees 
Outario Equitable, Canada.............. *2 400/000 *1,605,000 *200,000 *198,408 14 463,238 *28,500,000 *44.0) 
Heinsurance Co, of Canada.............. *302,000 #51500 *125,000 *120,000 *700,000 *3,500,000 *50 .0 
* Approximate. 
+ estimated. 
t Issued basis. 
* Ledger assets only. 
q f--- 4 - group. 
‘Written basis. 
(1) Including additions and revisals., 
’) Including $77,414.45 Disability Reserve. 
\) Total ledger assets, 
Uh Life only. 
Of this amount $199,500.00 has been acquired by the company under its mutualization plan. 
IMPROVING BUSINESS CONDITIONS—Con. In the east, Newfoundland and Prince Edward 


$37,600,000 of new 
and paid for by the companies whose records were 
included, which means that 1925 13% 
ahead of July 1924. 


Practically the whole Dominion showed improved 


month, business was delivered 


July was 


conditions and such distant provinces as Alberta 
and Ontario showed gains of 30% and 16% re- 


spect ively. 





| 


Improving business conditions in the west were | 


reflected by the records British Columbia with 
again of 2%, Manitoba with a gain of 12% and 


the Alberta record of 30% gain. 





Island led with gains of 50% and 55% 
followed by Quebec with 16% gain. 
Among the cities, improvement was most notice- 


respectively, 


able in Quebec with a gain of 53%, Hamilton with 
a gain of 26%, and Toronto with a gain of 23%. 
Montreal and Vancouver followed closely, with 


gains of 10% and 8% 

The seven months of 1925 have now reached a 
point where the records show a gain of 7% over 
the corresponding months of 1924. Conditions are 
distinctly improving throughout 
with very few exceptions. 


the Dominion, 








REPORTS UPON COMPANIES AND ASSOCIATIONS 





AMICABLE LIFE INSURANCE 


WACO, TEXAS 


COMPANY, 


Keport of Examination Reviewed 


This company was examined by 
Texas as of December 31, 1924. The report being dated June 30, 
ie. The report as prepared by the examiners differs very slightly 
from that published by us in the 1925 Life Report, as follows: 

Extracts Financial Statement December 31, 1924 
Bests Reports Kxaminers Report 
Peas ceddeddudccsect ee DORs occ cacdcasveand $5, 669.787 
BOO ca cccccecccccbeeetes Surplus 


the Insurance Department of 


Examiners Comments (Extract) 


History 

“The company was organized February 1, 1909, under the 
of the State of Texas, commencing business April 2, 1910, with an 
authorized capital stock of $800,000.00, which was subsequently in- 
creased under date of May 1, 1913, to $820,000.00, at which amount 
it remains at the present time. 

As set forth in the 
pany has passed through several vexatious periods, but at this 
tine, your ex@iyinérs are pleased to state that none of the things 


complained of in former ‘reports are present, the business of the 
wahagemenpt Delng the building up of a real life;iusurance com- 
pany. 


Laws 


previous reports of. examination, the com- | 


} 


| 








the 


Amicable 


“The company, 
of Texas only, 
State of 


during the year 1924, was licensed in the State 
but during the present year, has been admitted to 
Louisiana. 

Real Estate and Home Office Building 


“A deed of trust covering the Home Office Building is on file 


with the State Treasurer of Texas, a certificate being received 
therefor. 

“This property is carried on the books as of 12/51/24 at 
$074,707.27. On December 31, 1922, the building was carried at 


$047,457.89, the details of which have been explained in previous 
ev\aminations. 

“During the year 1923 permanent improvements, amounting to 
$2,260.38, were made and charged to the account. In 1924 an 
increase of $45,000.00 in the book value was made, and a charge 
of $20,000.00 for depreciation was likewise entered, making a net 
inerease of $25,000.00. In 1923 an increase of $50,000.00 in book 
value was made, and all charged off to depreciation. 

“It is the intention of the company to make an annual increase 
of $25,000.00 in the book value each year for the next seven Tears. 
the basis for this increase having been explained to us as follows 


“On April 53, 1910, an agreement was entered into bet ween the 
First National Bank of Waco, Texas, and, the, Amicable Life 
Insurance Company, by its former president, wherein the said 


Life Insurance Company’ purchased a fot from the 


Continued on next page 
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AMICABLE LIFE INSURANCE COMPAN Y—Continued 


First National Bank, and as a part of the consideration, the 
Amicable Life agreed to erect a building and arrange the entire 
first floor and mezzanines, (with the exception of elevator and stair 
space), as a banking house for the First National Bank, and to 
lease same to the said bank for a period of twenty years 
from the completion of the building, at an annual rental of 
$1,200.00 per annum. The present rental value of the space oc- 
cupied by the First National Bank is at least $1,700.00 per month, 
and as the lease has only six years more to run, the annual 
increase of $25,000.00 hereinbefore mentioned is to place the future 
rental value of the building on a fair basis gradually, rather 
than a large increase all at one time. The rents received from 
the building now are as follows: 





1924—Including $15,457.50 for company’s own space $110,251.06 
DET {hts haaons pkbn needs obosebedsectassoneee 48,435.88 
pe “EES c och ebb eens ceccescconrcecciccoss’ $61,815.88 


“Resulting in a net return of .0634% on the book value. In 
making the above calculations, taxes have not been considered. 

“Rents have been increased for 1925, as present leases expire, 
and will show a considerable increase in income. The rental 
space of the First National Bank now yielding $1,200.00 per 
annum, will yield in 1931, a minimum of $21,000.00, an increase of 
approximately $20,000.00 per annum. In order to absorb this large 
increase in rentals, and not to show an extremely large return 
on the value of the building, and in order to eliminate the 
possibility of a large increase in book value at one time, the 
company has decided to make the increase in book value spread 
over a period of years. 

“Other real estate carried consists of ninety-one acres in Fall 
County, acquired by foreclosure in 1922, at a cost of $4,087.23; 
87%4 acres in Bell County, acquired by foreclosure in 1923, at a 
cost of $3,102.15; 161.69 acres in Red River County, acquired in 
1924, at a cost of $5,188.48; and payment on account of foreclosure 
of 64% acres, amounting to $76.65, making a total of $987,161.78. 


Mortgage Loans 


“Mortgage loans amounting to $2,752,511.36 were carefully ex- 
amined, and with a few minor exceptions, were found to be in 
order. 

“The loan records are maintained in excellent condition, and it 
appears to your examiners that conservative valuations have been 





made of all properties on which loans were granted. The total 
is divided as follows: 
Loans on city property...............0. $572,767.00 
Loans on farm property................. 2,179,744.36 
ee ee $2,752,511.36 


Estimated Amount Payable for Taxes 


“This item fas been restated by your examiners, and increased 
from $4,500.00 to $10,952.68, a net increase of $6,452.68. 

“The company, at the present time, is having a controversy 
with the Government relative to an item of income tax, based on 
the item of ‘coupons left to accumulate,’ being used by the com- 
pany as part of the total upon which to compute a deduction of 
interest on reserves. We have investigated the facts in the case 
very carefully, and are of the opinion that the contention of the 
company in this respect is entirely correct, as the coupons so 
entered in the statement of the company are a part of the reserves 
required to be maintained under these particular coupon policies. 


Capital and Surplus 
“The capital and surplus of the company consisted of the 
following: 
Capital—82,000 shares at $10.00.......... $820,000.00 
DT mittttt. dGboaetainabecdoosctececces 812,307.00 
“A decrease in the surplus from the company’s figures of 
$8,328.07. 
Recap. of Changes in Surplas 








Additional death Claims. ...........cc ccc sccecccccces $2,000.00 
acy Tare tt na Ty afghan Tyna ly a tr Meee 6,452.68 
CE Bains bccccccsececccoccoccececeents 83.34 
$8,536.02 

COI GE, Ee ob 0 bolbon ce cdocccotoccccbcbeocce 207.95 
BUGS GRAMM. 6 oo sc MBO FRA Bis LERTGLR h ccccccs $8,328.07 





ie ee 


Conclusion 
“In conclusion, we would state that the company appears to be 
enjoying the full confidence of the insuring public; its claims are 
settled promptly, its management is careful and conservative, and 
the interests of the policyholders carefully guarded.” 





CONTINENTAL LIFE INSURANCE COMPANY, 
WILMINGTON, DEL. 


Report of Examination Reviewed 
This company was examined as of December 31, 1924 the report 
being dated July 11, 1925. The financial statement prepared by 
the examiners coincides with that published by us in the 1925 
Life Report. 
Examiners Comments (Extracts) 
History 
“The Company was incorporated in June, 1907 with an author. 
ized capital of $1,000,000.00 of a par value of $10.00 per share. The 
$100,000.00 capital required to be paid in before commencing 


business was paid in in 1907 at $12.50 a share, providing a paid-in 
surplus at commencement of $25,000.00. The paid-in capital and 


surplus was increased from year to year until 1923 by the exer- 
cising of options to buy stock. Until March 16, 1918, the Company 
issued with its policies options to later purchase the stock of the 
company at stated prices provided the policies were maintained in 
force to the time of exercising the options. From time to time 
prior to 1909 the form of the options issued were changed as to 
the number of shares of stock exercisable per $1,000 of insurance 
and as to the price to be paid for the stock at the time of exervcis- 
ing the options. The options issued with the policies issued from 
1908 to March 16, 1918, were exercisable at the end of five years, 
and provided that for each $1,000 of insurance a specified num 
ber of shares of stock could be purchased at a premium of $10.00, 
or a total of $20.00, per share: (The number of shares per $1,000 
of insurance were reduced from time to time from ten for the 
earlier issues to two for the later issues.) As these options ma- 
tured and the optionholders failed to exercise the options, the 
Company upon application of the optionholders extended the right 
from year to year. By resolutions of the Board of Directors in 
1921 no options were extended to mature later than March 16, 
1923, the date on which the last options issued (March 16, 1918) 
would normally mature. 

“The issuance of these stock options undoubtedly was greatly 
responsible for the early success of this company, as they had the 
effect, not only of enlisting the interest of a large number of 
people who would probably not have been interested in insurance 
only, but also in supplying the necessary capital and surplus for 
conducting the Company's business in the early years of its 
existence; it also had the effect of distributing the stock among 
a large number of stockholders, enlisting their general support 
of the Company in the field in which it was doing business 

“As permitted by the Laws of Delaware, The Company has con- 
tinued the practice commenced in 1920 of purchasing, within 
limits prescribed by the Board of Directors, its own stock when 
offered for sale at prices about equal to its book value, in order 
to protect its own interests and those of the stockholders desir- 
ing to sell. As required by law, such stock is placed in Treasury 
Stock. During the time that steck options were maturing it 
resold such Treasury Stock to the exercising optionholders, and 
thus, to the extent that it had Treasury Stock, it avoided incress- 
ing its outstanding capital stock upon the exercising of stock 
options. 

Voting Trust Agreement 

“Late in 1924, to prevent the control of the company being 
secured by persons whom the members of the Board of Directors, 
with one exception, felt might not act for the best interests of the 
company, the majority of the stock of the company was deposited 
with the Wilmington Trust Company under a Voting Trust 
Agreement which is to run for five years, the trustees under such 
Voting Trust Agreement being fourteen of the fifteen Directors of 
the company. 

Territory and Classes of Business 


“The company commenced the writing of insurance in October, 
1907, and is now authorized to do business in Delaware, District 
of Columbia, Maryland, New Jersey, Pennsylvania and West 
Virginia. 


“It does only an Ordinary Life Insurance business on Standard 
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nd substandard lives. Until 1922, it issued both Participating 
od Non-Participating insurance on the usual forms of policies. 
ince 1921 all the policies issued except Term Insurance policies 
; On May 1, 1922, it discontinued the writing of 
ts regular Whole Life pelicy and commenced the issuance of a 
referred Class Participating Whole Life policy, being a low- 
te Whole Life insurance policy issued in amounts of $5,000 
To meet the needs of those who would normally apply 
or Whole Life insurance for amounts less than five thousand 
iollars, it then also commenced the issuance of an Endowment 


























income and Disbursements. Four-Year Period 1921-1924 (Incl.) 
Combined from Company’s Annual Statements 
Income 
Increase in capital stock.............. $65,680.00 
Premiums on capital stock............. 65,680.00 
$131,360.00 

Premiums: life insurance benefits..... $5, 125,621.96 

premiums: disability benefits......... 154,049.40 

Consids. anns. inviv’g life conting...... 3,610.00 

Consids. anns. not Inviv’g life conting.. 10,783.48 

Total prems, ete. ree’d from policy- 

maldere. . . «2 oe tee cccceccsecccesees $5,204 ,064.S4 5,204,064.84 

Interest on assets or investments.... $1,000,462.18 

Net profit on sale or maturity of bonds. 215,316.91 

Net increase in book value of bonds.. 12,612.74 

Net income on assets................. $1,228, 391.83 1,228,391.83 
Total income for four years...........cccceeeeeeeess $6,653,816.67 

Disbursements 

Death and endowment claims.......... $751,462.59 
ney | QU a ila caw etacs cucctececs 14,437.87 
Annuity payts. inviv’g life conting..... 281.73 
Annuity payts. not inviv'g life conting. 4,897.76 
Cash surrender values...............6.. 517,527.59 
Dividends to policyholders............. 399,901.67 
Total payments ete. to polieyholders.. $1,688,509.21 $1,688,509.21 
Commissions to agents..............+.- 820,146.63 
Other agency & branch office expenses 118,387.60 
Medical fees & inspection of risks...... 76,863.67 
Salaries, officers & H. ©. employees.... 265,431.53 
Ses a 6 RIE a bdoe dabustk bodes dbo tons 44,130.25 
Miscellaneous expenses................. 124,777.82 
Net agents’ balances charged off....... 5,851.31 
meee SS STS xt ce eat soe nee ctsbecée eee 
Deduct policy fees received............ 1,973.50 
Net. . » SBR s chOad ced eob beds caudecchs $1,453,615.31 
Taxes, licenses and fees................ 134,030.28 
eee GU, abcd odd ok dvewct deat $1 587,645.59 1,587,645.59 
Dividends to stockholders................e-ceeeeeeees 392,754.95 
Net decrease in suspended accounts.................- 3,243.11 
Total disbursements in four years................... $3,672,152.86 
Increase in ledger assets: Dec. 31, 1920 to Dec. 31, 

1924 al oid weed bane coteSede cholla'l oc ccucedecece 2,981,663.81 
Ledger assets December 31, 1920..................4. 3,789, 557.25 
Ledger assets December 31, 1924..............0..005- $6,771,221.06 

Balance Sheet, December 31, 1924 
Assets 
Mortgage loans (all first Hems)..................... $2,450,650.00 
COMatorad “Mass... Sei w he ibs ic GE is PARK oe 1,500.00 
Policy loans and premium notes..................... 763,113.38 
Bonds and stocks (at book vaiue)................... 3,145,958.01 
Cash on hand and ih banks........................- 388,503.75 
Agents’ balances: Dr. $21,497.98; Cr. $2.01: Net...... 21,495.92 
i | ee Ces $6,771,221.06 


























Net uncollected and deferred premiums........... Sut 252,319.52 
Ge Sia esi n.d 000 64 o Cem ebsSemKSAds 040 4a e duh On $7,151,948.85 
Deduct Assets Not Admitted 

Agents’ debit balances................. $21,497.93 
Company's stock owned................ 32,568.00 
54,065.93 
Petal: GGmseS GaGOAGs sce code vccdccib’c dees cb vos soos $7 097,882.92 
Liabilities, Surplus and Other Funds 
Policy reserves, life insurance benefits.............. $4,902,792.00 
ae, errr ee 3,534.00 
$4,906,326.00 
Less value of risks insured in other companies...... 12,647.00 
eee I ee cca cacecs caceecccwcneceses $4,893,679.00 
Extra reserve for disability benefits................. 83,165.00 
Total reserves involving contingencies............. $4,976,844.00 
Liability on supplementary contracts..............«.. 18,625.00 
Liability incurred but not yet due on disability 
so « Motdtindiin sds netdoedecnesesseoceeeseetee 122,816.00 
Liability on cancelled policies..................000+. 1.45 
Policy and annuity claims pending and unpaid...... 18,239.00 
Premiums paid im advance..........-cc cence ee eeeeees 4,266.47 
Unearned interest paid in advance.................-- 221.76 
CS OED PN Beccccccscecececcecescoegesecsoss 4,120.00 
ee ee Se SE. nn on oat eno eeenene4*tanene 42,900.00 
Current policy dividend liabilities................... 78,530.50 
Pn. enn... ssies chen tsanabanessed<aoesees 374.29 
Capital stock outstanding (less treasury’ stock 
Dt <":.» re +o &, ciyvcesetencesemedsasnnannbisaaa 730,720.00 
eee «GES GOURD co cecccosccccpeccotcecese 1,100,224.45 
WEED CN TEE 0 F 00 cbeciehbenseseces camecesetsoesuss $7,097,882.92 


“Our investigation of claim settlements showed that the com- 
pany settled its claims promptly and fairly. 

“As in the case of death and endowment claims, the company 
settles disability claims promptly and fairly. Where the circum- 
stances warrant it, the company allows claims for disability even 
though a strict interpretation of the policy provisions would 
not require it. 

“We reviewed the dividend formulae and tested the dividend 
scales. The formulae and the resulting scale of dividends are 
such as to effect substantial equity between the stockholders and 
policyholders as a whole, and between the different classes of 
policyholders. 

CUUAARISSRIET: GB TED. 6a ok ct reid vc tecicdwescicesces $820,146.63 

“This item includes payments made under the Burnet and 
Saulsbury General Agency contract, which, though having nine 
years to run, was terminated by mutual consent as of December 
3ist, 1918, and also payments under the contracts made thereafter 
with Mr. George E. Saulsbury. 

“Under the Burnet and Saulsbury contract Messrs. Philip Bur- 
net and George E. Saulsbury, who assumed all agency expense 
prior to 1919, receive certain overriding commissions on all 
premium paying business then written. On the policies issued 
until 1917, these commissions are payable so long as premiums 
are paid thereon. On the policies issued in 1917 and 1918 no 
commissions are payable on renewal premiums after the twentieth 
year. 

“As stated in our previous reports, the primary reason fer dis- 
continuing this contract at the close of 1911, was, the desire 
to extend the company’s territory of operation, which could not 
be so well effected under such a contract, and incidentally the 
responsibilities of Mr. Burnet, as President, had become such 
that his entire attention was required in that capacity. -A further 
consideration had was that it would avoid the possible appearance 
of conflict between the interests of Messrs. Burnet and Saulsbury 
as general agents of the company and as officers and directors 
of the company. Under this contract the company had procured 
the necessary volume of business to assure its future success, 
and by 1918 it had attained such size that the continuation of 
the arrangement was no longer to its particular advantage. 

“The contracts made with Mr. George E. Saulsbury upon the 
termination of the Burnet and Saulsbury contract provided, 
Continued on next page 
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besides the usual provisions applying to a general agent, for 
extra first and renewal commissions on the business written in 
certain specified territory in the first year of employment of 
agents procured through his instrumentality. This contract with 
Mr. Saulsbury, revised from time to time, continued in force 
until February 28, 1922, when it was terminated. 

“That the termination of the Burnet and Saulsbury and George 
E. Saulsbury contracts has been to the advantage of the company 
is indicated by the ratios of the total renewal commissions to 
total renewal premiums in the five years, 1920 to 1924, as follows: 


In Percent 
1920 8.62 
1921 8.25 
1922 8.10 
1923 7.49 
1924 7.24 


“In the four-year period the payments under the Burnet and 
Sauisbury contract have been as follows: 





1921 $30,980.29 
1922 28,789.30 
1923 28,901.12 
1924 27,792.98 

$116,463.69 


‘J 


“The total payments to Mr. George FE. Saulsbury under con- 
tracts made subsequent to December 31, 1918, wer. §22,260.09. 
Thus the total amount paid in the four years under some form 
of contract which provided for over-riding commissions on a 
large part of the business was $158,724.68. The total amounts 
payable under these contracts will decrease from year to year, 
but some considerable amounts will, of course, be payable for 
several years to come. 

“That the company is efficiently and economically managed is 
indicated by the general decrease in the following rates of Home 
Office salaries (exclusive of the agency manager's) and directors’ 
fees : 


Rate per $100 of Premium Rate per $1,000 


Year and Interest Income of Mean Insurance 
1921 $4.33 $1.67 
1922 4.00 151 
1923 3.54 1.35 
1924 3.60 1.33 


Ledger Assets 
Mortgage Loans (All First Liens) 


“As a matter of record we would recite that the company’s 
general plan is to assign and deposit with your Department all its 
real estate mortgages, under the provisions Chapter 111, Volume 
24, Laws of Delaware, entitled “‘An Act to Permit the Registration 
of Life Insurance Policies and the Deposit of Reserve Thereon 
with the Insurance Commissioner,’ approved the 9th day of 
April, A. D. 1907. These mortgages, together with other securi- 
ties deposited under this law, are kept in the safe deposit vaults 
of the Wilmington Trust Company under the joint control of 
yourself and the duly accredited officers of the company. 


“We examined the 366 mortgages for the principal sum of 
$2,378,100, which were in the safe deposit box in your custody 
at the close of December 31, 1924, reconciling the signatures, 
descriptions, forms and dates of execution, jurat, assignments and 
records of the bonds or notes and mortgages or trust deeds, ete. 
At the company’s office on December 31, 1924 we examined five 
mortgages for the principal sum of $37,800 which had previously 
been withdrawn from the safe deposit box in anticipation of 
payment to be made soon after the first of the year, and also 
examined ten bonds and warrants for the principal sum of 
$34 750 held by the company on that date awaiting approval. 
The total of these three sums equalling the total amount of 
mortgages owned December 31, 1924. By referencé to the account 
books we later saw that the five mortgages which had been 
withdrawn prior to the close of the year were paid off in 1925. 


“As previously stated, the company discontinued ..investment 


‘In real estate mortgages in 1919 and resumed making: such invest- 


ments in 1922. 


“Zhe change in the seco aceount for the four-year period 
was as follows: 





oe 


Mortgage Principal 

Loans Sum 
December 31, 1024. .........0ccceceeeees 381 $2,450,059 
December 31, 1920.....ccccccccscscccces 233 1,284 My 
The increase in holdings was thus..... 148 $1,165,709 


“Of the 381 mortgage loans held December 31, 1924, the grey 
majority were loans made since resuming in 1922 the investmen 
in this class of security, as 386 loans were made since that time 
some of which, of course, were paid off before the close of 194 

“By class of loan the figures are: 

Unpaid Prip. 
No. of Loans cipal Sum 


Farm propertieB.........ccccedeseveees 351 $2,088,750 
Other properties (city and town)...... 30 411% 
381 $2.40, 


“According to Schedule B, Part 1, of the Annual Statement for 
1924 the loans by states were as follows: 


Farm Loans City Loans 
No, Amount No. Amount 
Pe, so ob B/Pammeccceececse 2 34,000 
OU 6 « 0.0.0. sebenchacenacs.. ae 2,100 24 S586 40 
Ds « © * 6 + e6e00eeesuaee 1 20,000 
Dns, dare 6 « pe éestiahste Ctipescece Gl 596,200 
Rss o -¢se neheaemanass 660% 22 106,200 
DEGREE, oo + nic Bene 460 coccece.: ae 77200 —iOi*OG 2550) 
EUGGEL, « © kira’ dc ceecene caéas 4 41,000 
BEEEOUIEE. co cLF Si ecemecnes cceae 4 20,500 
Sean EE, oo np oe pebnnneeeess 0 0 
GIS « og 6 & Oiwweiee cule cocces. See 818,050 
et a - .. |. seeeeeeen, Ee 224,800 
TEL, he tes oe 0. 2000050 neecdeceee D 37,800 
351 $2,038,750 30 $411.00 


“Since the close of 1924 all the Texas loans have been paid off, 
the last of which was paid off in the latter part of May of this 
year. This last mentioned loan was the only farm loan abou 
which the officers of the company were particularly concerned, 
as the condition of the property had changed materially fron 
the time the loan had been made. 

“In order to test the security for the loans, we selected cieven 
ff the loans in four states, which appeared from the records 
to be the “closest” loans, |. e.. cases on which the amounis of 
the loans were the largest percentages of the values of the prop 
erties. For these eleven cases we procured appraisals from banks, 
or persons recommended by the banks, lecated in the vicinities 
In only two of these eleven cases selected were the valucs sup 
plied by our appraisers less than those assigned by the company, 

“As several of the loans on property in the City of Wilmington 
were of sizeable amounts, we selected eleven for appraisal. Th 
appraisals which we thus procured tended to substantiate the 
values the company had assigned. 

“With few exceptions, the amounts of the loans on both farm 
and city properties were within 509% of the appraised values of 
the properties. The few exceptions, however, are not such a 
to occasion concern. Chapter 20, Revised Code of 1915, 500A, Sec 
tion 19(a), permits life companies to invest in real estate mort 
gages without specifying the limit of the relation that must be 
borne between the amount of the loan and the value of the 
property. 

“It is our opinion that the Company's real estate mortgage 
are in general well secured, 


Policy Loans 

“In February, 1925 upon resuming our examination. after the 
company had completed its 1924 statement, we tabulated the 
amount of policy loans from the loan. notes. For loans paid of 
subsequent to December 31, 1924, we traced through the records 
and saw evidence that the loans had been in force on December 
31, 1924. We found the total to be as the company reported it- 
$476,077.20. We compared a representative number, selected @ 
random, of the signatures on the loan notes with those on the 
original applications for the policies. We traced these cas’ 
through the Actuarial Department's records and saw that the 
policies were in force at, the end of the. year, «oy. 

Bonds and Steeks “{ *"'- 

Bonds: MS Bes Prost 

Pourth: Liberty Loan... 0)...+! TAS) SRO OOOO . 

County & Municipal................. 
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Railroads. .. . 1. eeees bs SON e be vi’ 2,870,746.22 not permit its cancellation, requiring it to be carried in treasury 
Public Utility. . . . .....6... Trivt rere 73,844.91 stock and no dividends to be paid thereon. 

$3,113,390.01 “In accord with the requirements of the annual statement form 

Stocks: the company deducts as a non-admitted asset the book value of 

Company's own stock (held as treasury stock at the stock so held. : 
prices PA) ...cccsccceccccccevcccccccvccscccececs 32,568.00 “We reviewed the cash books, the stock certificate books and 
‘the certificates from the registrar, the Wilmington Trust Com- 
$3,145,958.01 pany, and verified therefrom the amount of the treasury stock 


“The securities not on deposit in your custody are kept in safe 
deposit boxes in the vaults of the Wilmington Trust Company (in 
the du Pont Building) to which access is had only in the joint 
presence of two authorized officers of the company. We saw on 
the minutes of the board of directors meetings the proper author- 
ization as to access to the safe deposit boxes, and at the office 
of the Safe Deposit Department of the Wilmington Trust Company 
saw the records as to such authorization and as to the safe 
deposit boxes rented by the life company. 


“Bonds: On December 31, 1924, we examined at the Safe Deposit 
Company, in the presence of the company’s vice president- 
actuary and treasurer, the securities owned by the company and 
not on deposit with you. We found them to be as follows: 





Par 
i Ut? Mis». 0b 6006 6 oeensecesebecesaene’ $80,000 
a We, Pn” SE, 6 oc caseseeetessheseceena 75,000 

$155,000 


“On January 8, 1925, in your presence, and in the presence of 
the vice president and the treasurer, we examined and counted 
the bonds amounting to the par value of $3,122,000, on deposit 
with your department under the Policy Registration Law. These, 
together with those not on deposit with your department, had 
a total par value of $5,277,000 which the company reported as 
owning December 31, 1924. As previously stated, the company 
in 1922 placed its bonds on the amortized basis. We tested the 
correctness of the amortized values, and accepted the total as 
reported by the company, $3,115,390.01. 

“In our examination of the bonds we saw that all future 
dividend coupons were attached to the coupon bonds. 

“We tested the correctness of the company’s bond transactions 
by tracing through the purchases and sales per schedule D, parts 
3 and 4 of the annual statements and verified the amounts thereof 
with the book entries and the brokers’ statements, and referred 
to the minutes of the board of directors for authorization of 
the purchases and the sales. We found nothing to indicate that 
any securities were bought or sold other than at the market 
prices prevailing at the time. 

“According to the market values published by the National 
Convention of Insurance Commissioners as of December 31, 
iv24 the market value of the company's bond holdings on Decem- 
ber 31, 1924, was $3,005,080. Thus the total market values were 
$15,510.01 leas than the amortized amount at which the company 


was carrying them. The employment of amortized values, for 


statement purposes, as permitted by law, avoids the very fluctua- 
tion from time to time which would be shown if market values 
were used, and produce more truly the “permanent” values of 
bonds which are to be held until maturity. 

“At the close of 1924 none of its bonds were in default as to 
principal or interest. Since the close of the year the Chicago, 
Milwaukee and St. Paul Railway has been placed in receivership. 
On December 31, 1924, the company held $10,000 par of the 4% 
1025 gold bonds of this railway. These had been purchased in 
1917 for $9,425 and were carried on December 31, 1924 at amortized 
value of $9,965.02, and according to the values published by the 
National Convention of Insurance Commissioners had a market 
value of $7,600. At the time of writing this report these bonds 
are selling in the market at $48.00 or $49.00 per $100.00. 

“Stocks: As previously stated, the company from time to time, 
as its own stock was offered for sale, purchased such stock at 
about the book value. Prior to 1923 the company’s own stock 
was procured at $20.00 a share and all so purehased was resold 
to optionholders exercising their stock options. In 1923 as the 
book value of the stock had increased to about $24.00, and as the 
stock could no longer be procured at $20.00, the board authorized 
the purchase of stock at $24.00, limiting the maximum number 
to be purchased to 2,000 shares. In 1923 it thus procured 1171 
Shares at $24.00 per. share, and in 1924 it bought 186 at $24.00 a 
share, so that at the close of 1924 it held in its treasury stock 
1,357 shares at $24.00 per share, or at a total of $32,568. The law 
of the state permits the company to buy its own stock, but does 














held at the close of 1924. 

“As the book value of the stock had further increased, the 
board at its January, 1925 meeting authorized purchase of the 
stock at $26.00 a share and at its meeting in April, 1925 authorized 
purchases at $27.00 a share. At that time the company held 
1,468 shares and the limit authorized was 4,000 shares. 

Preferred Class, Whole Life Insurance Policy 

“Charges have been made that this is a form of policy which 
a company of this size and character could not afford to issue. 
We reviewed the actuary’s analysis of the cost connected with 
this policy and concur in his general findings that the policy, 
not only renders a distinct service to the insuring public, but 
that the rates are adequate to produce as satisfactory results as 
any other form issued. As this form is issued only to extremely 
carefully selected life insurance risks and only in amounts of 
$5,000 or more, not only should a low rate of mortality b>» 
experienced, but the rate of expense per policy will be necessarily 
low. 

“That the disturbance in 1924 due to attempts to wrest control 
from the present management arrested somewhat, for the time 
being, its prior steady increase, is indicated by the following: 

Amounts of Increase Over 





End of Insurance Previous Percent of 
Year in Force Year Increase 
Dt ssmas claecmethitcands $31,573,988 
Ee uccnedeeeendtdoete vecek 35,377,753 $3,803,765 12.0471 
DT tiegdws boontdechoceves 40,020,467 4,642,714 13.1255 
| PP ee Pe 47,426,811 7,406,344 18.5064 
a eee ee 53,501,815 6,075,004 12.8092 
Increase in four years.... $21,927,827 (0.45 


“Nevertheless, the increase even in 1924 was very satisfactory. 
“The excellent financial standing is the result of low mortality 
due to the careful selection of risks, favorable yield on invest- 

ments due to careful investment, and economical management. 
“As evidenced by our investigation, the company has been fair 
in its treatment of policyholders, prompt to settle claims of all 
kind. Its policyholder dividend system is equitable and fair. 
The returns to stockholders have netted good yields to the in- 
vestors without assessing the policyholders by more than a small 
charge for the security and service rendered by the stockholders. 
“The officers and directors have discharged their duties with 
conscientious scruple for the interests of the policyholders and 
the stockholders. Under the Voting Trust Agreement the present 
management, or such as selected by the present directors, is 

assured for some years to come.” 
Respectfully submitted, 
FACKLER AND BREIBY, 

Consulting Actuaries. 
By: (signed) WILLIAM BREIBY. 





THE MACCABEES, 
DETROIT, MICH, 


Refunds Paid 


The following tables show the annual rate, the refunds, and 
the net cost under this society's present certificates, rates for 
which were adopted effective September, 1922. The tables show 
the refunds that will be paid between September 1, 1925 and 
September 1, 1926, to those members whose certificates pass théir 
second anniversaries between those dates. No refunds are pay- 
able until the end of the second year. 


Ordinary Life $1,000 


Refund 
End of 2nd Net Cost 
Age Rate Year 2nd Year 
2 $17.90 $3.58 $14.32 
30 20.20 3,67 16.53 
35 23.65 3.78 ' 


19.87 
Continued on next page os 
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40 28.25 3.94 24.31 
45 34.60 4.15 30.45 
50 43.20 4.44 38.76 
55 55.30 4.83 0.47 
60 72.00 5.36 66.64 
20 Payment Life 
25 $25.95 $3.88 $22.07 
30 28.80 3.98 24.82 
35 82.30 4.10 28.20 
40 36.90 4.25 32.65 
45 42.05 4.42 37.68 
1) 50.15 4.69 45.46 
55 60.50 5.02 55.48 
60 75.00 5.49 70.01 
Life Paid Up at 70 
25 $18.45 $3.60 $14.85 
30 21.35 3.71 17.4 
35 24.80 3.83 20.97 
40 30.55 4.02 26.58 
45 38.05 4.28 33.77 
nO 50.15 4.69 45.46 
55 69.15 5.42 63.73 
60 104.30 6.85 97.45 





MINNESOTA MUTUAL LIFE INSURANCE COMPANY, 
ST. PAUL, MINN, 


Report of Examination Reviewed 
This company was examined by the Insurance Department of 
Minnesota as of December 31, 1924, the report being dated June 
30, 1925. The financial statement as prepared by the examiners 
differs slightly from that published by us in Best’s 1925 Life 
Reports as follows: 


Extracts Financial Statement December 31, 1924 


Best’s Examiners’ 

Reports Report 
BENE 9=BOBGA Tie GES ccc ccckéccccesece $12,504,366 $12,605,094 
UGG « PORNO. w oe wcnva coens cide cb edeu¥ vos 10,186,646 10,186,256 
NG s er ein. es Oba 004 cess: ai otnidan «6 1,009,992 1,024,975 
SRGOTRO. cc cleb iw oslebuvewede ce dodde cab on 4,073,600 4,073,272 
I ahmnnemente, 2,945,918 2,945,590 


Examiners Comments (Extracts) 


Agent’s Contracts 

“A number of contracts with general agents and also sub- 
agents were inspected. They appear to be fair and equitable, 
both to the company and to the agents. The sub-agents con- 
tracts are made with the general agents but subject te approval 
by the company. In cases where money has been advanced to an 
agent the amount is based upon an estimate of the volume of 
business the agent can produce, and is secured by an assignment 
of renewal commissions and, in some cases of new agents, by 
fidelity bonds. 

Reinsurance 

“The company is a member of a Reinsurance Association com- 
posed of seven companies which have an automatic contract for 
exchange of excess lines. In cases of unusually large policies, 
where the excess is above the net retention of the Association 
members, other companies are used for the additional excess. 
The Minnesota Mutual also accepts reinsurance from other than 
the Association companies. 
eo a ee $4,073,271.73 
EE a ee ae $2,945,590.11 

Ledger Assets 

“The real estate owned by the company and carried on the 
books December 3ist, 1924 in the sum of $313,010.62 consists of 
twenty-seven parcels of farm properties and one piece of city 
property. They were all acquired by foreclosure except one 
farm which was received as part payment on a land contract. 
The properties are located as follows: 


Pe ENO Jue co CONS e cbt ove bSccd¥ebwss babes? 18 
GS Un Boe Ue oh wbSE os cb be'e dedob eo Sbeeons 4 
EES okt oe a aane pean a oeaek obtnnacine 3 
GRE oe <A > en aE pee 3 


The deeds and other @ocaments pertaining to the titles were 
examined and appear to be sufficient. 

“The book values of the various parcels, with the exception 
of two, are within the appraised values and as the company 








does not take credit for the excess of appraised values over 
book-values on the twenty-six parcels we have made no deduc- 
tion for the excess of book values over appraised values on the 
two parcels. 

“Four parcels, including the city property, have been sold on 
land contracts and substantial payments have been made. 

“The parcel not acquired by foreclosure came to the company 
through transactions in connection with the H. W. Allen prop- 
erty which had been deeded to the president of this company as 
trustee. In 1919 the trustee entered into a contract for the sale 
of the Allen property in Roberts County, South Dakota at a very 
favorable price. The purchaser was unable to meet his payments 
and rather than have the deal fail to go through the trustee in 
19238 accepted this piece of land in part payment of the Allen 
property at a price agreed upon. It became the property of 
the company by a deed which was recorded May 1, 1924. The 
Allen account was credited and real estate charged with the 
price agreed upon, which appears to be somewhat in excess of 
the actual value of the land acquired. 

“The Trustee has transferred the Allen property in Roberts 
County, South Dakota to the company by deed recorded November 
10, 1924 but same has not been entered on the books as rea! 
estate for the reason that the company holds a mortgage on 
said property with other lands, and the entries are held in 
abeyance pending settlement of the Allen account. 

“The company’s investment in mortgage loans as shown jb) 
the ledger December 31, 1924 was $6,054,499.84, which amount 
was verified by checking a list of the outstanding loans with the 
mortgage loan register. The files pertaining to the loans were 
carefully examined. A few papers missing at the time have 
been secured. Relying upon the documents examined all were 
found to be first liens with the exception of two, and as these 
were second only to first mortgages held by the company and 
as the security was ample we have considered them as admitted 
assets. A few loans increased by taxes paid and pust due 
interest were found to exceed 50% of the appraised values but 
as the company carries a contingent reserve of $100,000.00 to 
take care of fluctuations in mortality and securities we have not 
deducted the excess. 

The loans are distributed as follows: 





Farm Other 

States Properties Properties 
See b> oS BEL dbenecctawoancsete $1,845,088.88  $1,427,710.0° 
BOOG* * Te Kcabdbodi cK codes cee woser 1,607 ,394.40 35.500.00 
ee ON 40 DU bVbbcdesebedccccscoes 400,482.04 38 500.00 
See, S's ui bc Whdio cde bcboceneccteces 184,197.05 
Tih: tte in» bn tbeabehedmaeeGhsooub st 49,811.54 
Weer se 8.c.e's cbevearts cocdebbtcecse 4,000.00 
BONG FS F Aectbocdbuchbctacsean UA a 470,815.00 

meee sé oa 8 fs LLREY eeeeecssss+ $4,552,789.81 $1,501,710.1% 


Fifty-seven mortgages were foreclosed during the year and were 
within the period of redemption December 31, 1924. On _ these 
mortgages the company takes credit for interest past due at date 
of sale and for accrued interest from date of sheriff's certificates 
to December 3ist. 

“There are two forms of premium notes that constitute this 
item, viz: 


ee SED * MEER n cs wb 0 0 6960 0censecbdcdacccsace $243,181.00 
Special premium notes with interest accretions...... 4,461.86 
Total. © © COSOOHE SEES EEE TeEEeeseeseedeeesesees $247, 643.16 


The amounts were verified by checking the notes with a list 
prepared by the company and with the card records. 

“Special premium notes are not collectible and the signer of 
same is not personally liable for payment, but the note with in 
terest accretions is an indebtedness against the policy. 

“The existence of these notes is due to the fact that certain 
assessment members, on changing over to level premium policies 
at attained ages, in the early days of the company, were per 
mitted to give such a note for not to exceed 50% of the premium. 
interest to be compounded annually at 4%. On December 31, 192! 
only four policies were subject to this kind of note. 

“The book value of the bonds owned by the company was 
$2,763,555.02, par value being $2,790,450.00. Of this amduwnt bonis 
of the par value of $200,000.00 were on deposit with your depart- 
ment. The balance of the bonds were counted and examined at 


a safety deposit vault and’ the amount verified: The bonds were 


found to be of the character prescribed by law as an investment 
for domestic life insurance companies. 
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“Phe company determined the market value of its bonds Decem- 
ber 31, 1924 by using actual market rates of that date, obtained 
from two reliable dealers in such securities. As these rates vary 
put little from the Scudder valuations we have accepted them. 
The excess of book value over market value of the bonds was 
found to be $7,174.51, which amount has been deducted under 
agasets not admitted. 

“In its statement the company deducted the excess of book 
value over amortized values in the amount of $15,309.61. 

“The cash in office was counted January 6, 1925 and the cash 
book record of receipts and deposits verified back to December 
$1, 1924 on which date the cash in office was found to be $600.00. 
The company keeps in a subsidiary record as “Funds held 
waiting distribution” certain checks, etc., received but not 
entered in the eash book, which are held waiting information 
as to reinstatements, or on account of being short in amount 
and for other reasons. The amount of these funds January 6, 
1025 was $8,849.52. 

“In February 1919 it was discovered that theretofere, through 
the complicity of two office employees, certain payments of 
mortgage loans, interest and premiums had been diverted to the 
account of H. W. Allen, then a general agent, thereby reducing 
his debit balance. The amount due from said agent included 
the funds diverted and interest to March 1, 1919, as determined 
by a firm of auditors, was $142,915.43. Mr. Allen assumed full 
responsibility and turned over to the president of the company 
as trustee certain holdings in real estate and other properties, 
the net proceeds of which were to be applied in payment of the 
account. The amount was also secured in part by a fidelity bond 
of $10,000.00. Payments and credits have reduced the amount 
to the balance shown in this item. This balance is secured 
o the extent of $27,900.00 by the National Surety Company bond 
in the amount of $10,000.00 and equities in real estate sufficient 
o secure $17,900.00. The unsecured balance in the sum of $1,- 
25.00 is deducted as an asset not admitted. 


- 


Non-Ledger Assets 


“The various items of accrued interest were either computed 
or verified by your examiners. The interest on mortgage loans is 
$1,475.02 in excess of that shown in the company’s statement 
while the interest on bank balances and certificates of deposit is 
$16.92 less. 

“The amounts shown as uncollected and deferred premiums 
were carefully compiled by your examiners and credit is entered 
under this heading for $348,559.16 which is $2,633.98 more than 
that shown in the annual statement of the company. Our com- 
pilation was made at a somewhat later date than that of the 
company and complete records were available. Included in the 
due and unreported is the unpaid amount of the December 
mortuary assessments in the sum of $523.48. Credit is included 
in the deferred premiums for so called blue notes in the net 
amount of $31,705.02. 

“The blue notes, so called to distinguish them from the regular 
premium notes, are accepted for second year premiums and for 
later premiums on policies where the loan values have already 
been used. A cash payment sufficient to cover term insurance is 
required and a short time blue note is taken for the balance 
of the premiums. These notes are treated as mere extention 
agreements and are not entered on the books nor is premium 
account eredited with same. Credit is therefore taken for the 
blue notes in the amount of the unpaid net premiums in lieu 
of deferred premiums on policies thus affected. The net was ar- 
rived at by applying the percentage the net deferred bears to 
the gross deferred. 

“An inventory of the blue notes disclosed notes in the amount 
of $755.85 in excess of the company’s list of December 31, 1924. 
It is believed by your examiners that a control system might 
be Installed for these notes so that an accurate verification could 
ve made at any time. 


Assets Not Admitted 
“The deductions under this item are: 





Excess of liens on policies over reserve.............. $4.54 
Excess of rehewal premium notes over reserve...... 9.96 
Excess of special premium notes over reserve....... 821.55 

tb ett te tide dipeeb ke nba dedbeneense eat $836.05 


Liabilities, Surples and Other Funds 
“The net reserve as determined by your examiners is $390.00 
less than that shown in the annual statement. 





In Conclusion 

“The books and records are comprehensive and well kept. 
Any information desired was readily obtainable and your exam- 
iners found it necessary to make but few suggestions as to 
changes, 

“The substantial growth of business disclosed by this report, 
together with the excellent quality of its assets and satisfactory 
condition of the company, indicates an aggressive and at the same 
time conservative management by the board of trustees and 
officers.” 





NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY 
MILWAUKEE, WIS. 


Increased Dividend Scale for 1926 


This company’s new scale of dividends adopted for use begin- 
ning January 1, 1926 are substantially higher than the present 
(1925) seale, as the following comparison will show: 

DIVIDENDS IN 1925 AND 1926 
Comparison of Dividends (ist, 10th, and 20th years) now in effect 
(1925) with new dividends adopted for use beginning 
January 1, 1926. 


End of Ordinary Twenty Pay- Twenty Year Endow- 
Year Life ment Life Endowment ment at & 
1925 1926 1925 1926 1925 1926 1925 1926 
Scale Scale Seale Scale Seale Secale Seale Scale 
Age 25, $1,000 
1 $6.24 $6.68 $6.79 $7.24 $7.79 $8.27 $6.46 $6.90 
10 7.80 8A1 9.65 10.42 13.00 14.07 8.54 9.22 
20 9.42 10.10 13.42 14.54 20.64 22.59 11.02 11.88 
Age 35, $1,000 
1 7.35 7.84 7.89 8.39 8.65 9.17 7.7% 8.20 
10 8.92 9.46 10.77 11.49 13.54 14.31 10.35 11.05 
20 11.18 11.91 15.32 16.56 21.05 23.00 14.37 15.49 
Age 45, $1,000 
1 8.28 8.57 8.77 9.07 9.24 9.55 9.24 9.55 
10 10.70 11.23 12.358 13.00 14.02 14.91 14.02 1491 
2 15.27 16.2) 18.58 20.06 21.81 25.77 21.81 23.77 
Age 55, $1,000 
1 10.30 10.40 10.62 10.73 10.83 10.95 13.46 13.67 
10 15.62 16.3 16.62 17.50 17.27 18.22 25.46 27.41 
20 22.47 23.62 25.04 24.68 23.41 25.56 > ana sa eae 


Full-Paid Life, $1,000 
Attained Age 1925 Scale 1926 Seale 


3 $ 9.39 $10.41 
40 10.50 11.66 
D0 11.55 12.76 
60 13.44 14.79 
70 15.95 17.48 





SOUTHWESTERN LIFE INSURANCE COMPANY, 
DALLAS, TEXAS 
Report of Examinat'on Keviewed 


This company was examined by the Insurance Department of 
Texas as of December 31, 1924, the report being dated July 27, 
1925. The financial statement as prepared by the examiners 
coincides with that published in the 1925 edition of Best's Life 
Reports. 

Examiners’ Comments (Extracts) 

“The only asset of real estate which the company possessed 
on December 3ist, 1924, consisted of its seventeen-story, steel- 
constructed Home Office building, located on a 100 x 100 foot 
lot on the corner of Main and Akard Streets in the City of Dallas, 
and an annex thereto being a 35 x 100 foot lot adjoining the 
main building on the east side, bought in 1922. The old one- 
story brick building on the annex lot was recently torn down 
and is now being replaced by a three-story steel structure at 
an estimated cost of $70,000. The Home Office building proper, 
as well as the annex, are deposited through deeds in trust with 
you as Commissioner of Insurance, constituting “Legal Reserve 
Deposits” to the following extent, in conformity with accepted 
appraisements on file: 





a ER re re ae ee $1,250,000.00 
po RE ge es VS RE ir ay oc Cae ss Be eee A Bae 177,500.00 
$1,427 500.00 


“That the building and annex are carried by the company at 
a very conservative value is well substantiated in the brief income 


Continued on next page 
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SOUTHWESTERN LIFE INSURANCE COMPANY—Continued 
and disbursements statements given below, and deserves unquali- 
fied approbation, especially as Home Office buildings are usually 
a luxury to the owners from the standpoint of interest income 
on the investment or, even worse, the medium through which 
non-existing assets are claimed. 











1923 
Disburse- 
Income ments 

Rent from temants.............0-seee8- $191,1: 
Rent from company.............e+-e08. 19,660 
POO UIERORMe. . 2 2. oc cececcccccccccccsecs $8,191 
BUUIPGMGO. 2. . . so ccccccccccesecescccess 300 
Maderhes... sf). o « Bbc cape colvens c éseebins 31,187 
PRORRIRE, 0 0. & 6) nencdcecarcnceremecvece 18,244 
EEO... «nit mm Abeer 00 bnbeensnrnose 1,857 
Light, heat, POW... .....cceeecccccces 8,513 
BEGee. GEDOMMC. . . occcc + p0cces coenssegseces 1,556 
hy ss ae 21,538 

$210,798 $91 590 
rr  . . cannene nchabatie 600 0eshg> coaSharoececcenans $119,408 
Per cent of net income on investment of $1,427,750.. 8.4% 

1924 
Disburse- 
Income ments 

Rent from tenantsS............0eeeeeees $191,316 
Rent from compamny.............ee006. 21,015 
PEI, . go iia Dec sewd} cc cccbdadccoeds $5,619 
i. . . . 5 « scceccce dbbddhostcces S47 
ns « ol Bos cenes cccce tee 0 céh 28,552 
POOPGIEG Sd) 0 0 cl nddocdscebdcccqededcoeds 7,64 
REE, ..< o1tid& catold 
Light, heat, power... ....sesscscceseces 8,227 
RRee. GHGs dn ale csbiddec seccdbticecdi 729 
BOR, Silcid 0 0 t MAddc cbbebs coccddbddecss 21,122 

$212,331 $72,445 
BP ORBOTED «cco bb Hb cc EM cbvc ccc és bWec Stes oc dt DHS SHOCS $139,885 
Per cent of net income on investment of $1,427,750.. 9.8% 


“Almost exactly 50%, or $9,438,845.81, of the company's admitted 
assets at the end of the year 1924 were invested in first mortgage 
loans secured by Texas real estate, the great majority of which 
is located in the North and Northwestern part of the state. Of 
this amount all but $737,538.74 was then deposited with you as 
Insurance Commissioner as evidenced from receipts held by the 
company and issued by your Dallas Custodian and Representa- 
tive. As many of the loans in the possession of the company on 
December 31st, 1924, hav: since been placed in trust with the 
state, it was necessary, in order to balance the “mortgage loan 
deposit account,” to check all transactions in this department 
up to the date on which the last deposit was made a few weeks 
age. The quality of these mortgage loans yielding an average 
interest income of approximately 7% does not only reflect an 
infinite care and great conservatism in selection, but also be- 
speaks the high sense of responsibility which the company feels 
towards its policyholders in the administration and investment 
of trust funds. The application of the “Compulsory Deposit 
Law,” under which the company operates, to its business as of 
December 3ist, 1924, is given in the following condensed schedule: 








Real Estate Deposits .................- $1,427,500.00 
Mortgage loan deposits .............++. 8,701,307.07 
TORE GEMOGIES .. 0c 0000 ccccncesccoenes $10,128,807.07 
Reserve to policyholders .............. 14,554,213.09 
Less net policy assets ............s6+- 4.837 ,576.94 
Required deposit ...........«eee05. 9,696,636.15 
Excess of actual over required deposit $432,170.92 
“The past due and accrued interest on mortgage loans of 


$63,006.21 and $363,922.55, respectively, and the acerued interest on 
the United States Treasury bonds of $416.67 were calculated and 
found to agree with the company's corresponding compilations. 
The past due interest item of $19,435.56 constitutes interest un- 
paid during the last forty-five days of the year on policy loans, 
to be charged inti this assct itself in due course of time. The 
acerued interest of $2,591.05 on premium notes was accepted at 
the estimated amount of 1% of the corresponding assets. Home 








} 
| 


ee 


Office Rents past due of $5,177.50 have been admitted in total as 
the decidedly major portion of it is December rent. 

“Reinsurance recoverable of $30,710 on losses incurred wag 
verified and is distributed by companies as follows: 





Connecticut General Life Ins. Co. ............ vestbee $17,001.00 
American Life Reinsurance Co. ............c0ceees bee 5,141.00 
"UE hab sWe ede coeddccodostceiccuséeaneuuets 3,427.00 
oa ROE ee Ses ee svc ciG eed 5,141.00 

$30,710.00 


“The agents’ debit balances of $43,341.40 and the second lien 
mortgage loans of $16,500.85, which represent loans to company- 
employees on their homes, were charged off as non-admitted 
assets, as was the Bird J. Cochran special suspense item of §$2.- 
559.59, which grew out of the payment of a fraudulent death claim. 

The reserve of $50,000 for federal income tax on 1924 business 
is ample. All other liabilities are self-explanatory under their 
respective headings, but are too small and unimportant to need 
special mention. 

“I believe that from the preceding paragraphs a concise con- 
clusion may be deducted without difficulty, to show that the 
purpose of the examination to ascertain the financial soundness 
of the company and its responsibility towards its policyholders 
was accomplished. The company's assets of more than sixteen 
and three-quarter millions of dollars are liquid and clean; the 
liabilities as set up are sufficient, indeed, high enough to take 
eare of all possible contingencies, and further safe-guarded by 
a surplus to policyholders in excess of two million dollars, one 
million of which represents the capital stock. An enviable 
agency organization is now producing new business at the rate 
of about four millions per month, steadily increasing the well 
selected and conserved insurance in force which, at the end of 
last year, amounted to one hundred and fifty-eight millions 
written in Texas alone.” 





TEACHERS INSURANCE AND ANNUITY ASSOCIATION 
NEW YORK, N. ¥. 


Report of Examination Reviewed 


This company was examined as of December 31, 1924, the report 
being dated April 18, 1925. The report as prepared by the ex- 
aminers differs very slightly from that published by us in the 
1925 Life Report, as follows: 


Extracts from Financial Statement December 31, 1924 


Bests’ Examiner's 

Reports Report 
ia lr a $5,020,766 $5,020,501 
nnn kein eid Oh dn no an 3,488,988 3,488,988 
DT (Wat6 6a atin sth en niet ne cnn bbe 500,000 500,000 
i. .. -tvttechetescacebbubd.. boeeses 838,893 838,718 
I, ik aE Ee le 2,061,079 2,060,904 
i 2 I I Aa a SA A a 177,338 177,338 


This company has written since date of organization, about 
$14,866,000 of insurance. The amount in force as of December 31, 
1924 was about $14,378,000. This is a very remarkable record of 
persistency, the lapsation on the business being practically nil. 

Examiner’s Comments (Extracts) 
April 18th, 1925. 
lion. James A. Beha, 

Superintendent of Insurance, 

Albany, N. Y. 
Sir: 

An examination of the Teachers Insurance and Annuity Associa- 
tion of America, located at No. 522 Fifth Avenue, New York City, 
has been made in accordance with appointment No. 5476. 

The condition of the Association as of December 31, 1924 was 
ascertained and a special inquiry into the origin, organization 
and activities of the Association was made with a review of its 
operation since its organization. The Association's statements of 
assets and liabilities as of December 31, 1924 and of income and 
disbursements for the years of 1923 and 1924 were duly verified 
with only such differences as are hereinafter mentioned. An 
examinatien of the statements for previous years was also made. 


History 
“The Teachers Insurance and Annuity Association is a develop- 
ment of one of the benefactions of Mr. Andrew Carnegie, estab- 
lished as a trust fund in 1905 and incorporated in 1906 under the 
title “The Carnegie Foundation for the Advancement of Teaching.” 


































































ne 
nnu 
vith 
on. 
“A 
vide 
he hh 
he | 
pnd 
had 
of th 
ore 
iad 
rp 
n ca 
ot | 
inde 
ng | 
ule 
he |} 
- 
{nn 
inde 
n al 
nce 
he 2 
yntil 















oT 
wilti 
f N 
han 
(sso 
toch 
urp 
jucl 
ith 
of 
rpe 
ugn 
“Tt 
vail 
he | 
trust 
its | 
alrea 
polic 
nly 
jesc] 
ae 
“mT 
trust 
TRAM 
follo 
of tl 
“T 
supT 
vide 


1918 


gee 
over 
tion, 
fron 
Wwe4 
Asn 
eX pe 

{a 
gie | 
and 


(b 
art 









41.00 


10.00 

lien 
any- 
itted 


aim, 
iness 
their 
need 


con- 

the 
ness 
ders 
‘teen 
the 
take 
| by 
one 
able 
rate 
well 
1 of 
lons 


port 
ex- 
the 


»p- 
ib- 
the 








— ee ——_ +--+ —— 





BEST’S INSURANCE NEWS—Life Edition 





51 











ee 


original iden of Mr. Carnegie found its major expression 
n granting from the income of this fund retiring pensions or 
pnuities (0 teachers in certain higher institutions of learning 
ithout the rendering on_their part of any monetary considera- 











ater an experience covering a number of years, it became 
vident to Mr. Carnegie himself, well as to those to whom 
eo had entrusted the management of the Foundation, that though 
he original iden as applied to teachers long in the profession 
nd about to retire was “a gracious and friendly service” and 
had commendable results, the effect upon the younger members 
{the profession was not all that could be desired, and, further- 
the cost thereof especially under the conditions that 
ad developed, would far exceed that originally contemplated 
yr provided for. It was therefore decided about 1916, that except 
» cases of unusual merit, further free retirement pensions would 
ot be granted to persons who could not at that time qualify 
wder the existing rules, but that an organization with a sustain- 
ng endowment would be provided whereby retirement pensions 
wuld be assured to a much larger body of college teachers upon 
he payment by them or on their behalf of the net cost thereof. 
“The resulting organization named Insurance and 
innuity Association of America was March 4, 1918 
nder section 70 of the Insurance Law to do business as specified 
n subdivision 1 thereof. Completion of organization in accord 
nce with section 71 was effected by May 17, 1918, on which date 
he Association commenced business, but no policies were issued 
wtil March, 1919. 
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Endowment 









“To provide for its financial needs, an appropriation of one 
yillien dollars had been obtained from the Carnegie Corporation 
f New York City, an allied organization of greater resources 
han the Foundation. In exchange for this appropriation the 


\sseclation delivered to the Corporation its entire issue of capital 
tock of the par value of $500,000.00 accredited with a contributed 
uplus of equal amount. The principal of this fund, though 
wich in excess of legal requirements, was invested in accordance 


ih those requirements, and the income thereof was d-voted 
o the purpose of meeting the organization and administration 


xpenses of the Association and the balance, if any, to the further 
wementation of the fund. 

“It appears that while this original endowment is legally 
vallable for all the legitimate purposes of the Association, it is 
th plan and practice of the management to hold it as a quasi 
trust fund, intact and separate, and to record separately upon 
its books the application of the income thereof to the purposes 
miready mentioned to the end that all amounts received 
policyholders premiums and the income thereof, 
miy a amount received as loading as 
leseribed, constitute another fund which shall 
served for policy payments. 

the perpetuation of this idea, the board of 
both the sponsor and the owner corporations have 
placed themselves on record as indicated in the 
fllowing excerpt from the minutes of the Executive Committee 
of the Association under date of November 14, 1924: 

“The President announced that the Carnegie Corporation 
mpplemented the intention of the Carnegie Foundation to pro- 
Tide for the overhead charges of the Association as follows: 
““The trustees of the Carnegie Foundation voted on April 22, 
WIS: 
“"That it 
fee that 


from 

excepting 
hereinafter 
be used or 


aus 
negligible 
shall 
solely 
“To insure basic 
trustees of 
respectively 







had 







is the intention of the trustees of the Foundation to 
proper provision is made for meeting all reasonable 
overhead charges of the Teachers Insurance and Annuity Associa- 
tion, in sufficient means are not available for that purpose 
from the funds given by the Carnegie Corporation. 


case 


““The trustees of the Carnegie Corporation voted on October 23, 
124: 


“‘Whereas, The business of the Teachers Insurance and Annuity 


Association is increasing so rapidly that it is evident that the 
‘“penses of management may come to exceed 


(a) the income of one million dollars contributed by the Carne- 


tle Corporation to meet the overhead charges of the Association, 
and 

(b) sums are within the financial 
‘thegie Foundation to devote to such expenses: 
“Resolved, That it is the sense of this Board that in such cases. 
the Carnegie Foundation should apply to the Carnegie Corpora- 
tion for such further grants as may be necessary from time to 


such as ability of the 








om — ---e- > 


time to give effect to the purpos>: for which the Teachers Iysur- 
ance and Annuity Association was established, which included 
payment of the entire expense of management without any 
diminution of returns to the policyholders, and that such grants 
as may be necessary to supply any deficit after the application of 
the funds above specified shall be made by the Corporation as 
the occasion may arise.’ ”’ 


Finance Committee 


“It has been noted by your examiner that the custody of the 
securities owned by the Association is held by the same persons 
who hold similar custody of the securities of the Foundation. It 
would seem desirable that the staffs charged with this responsi- 
bility be different in personnel. 

“The Association has maintained from the beginning that it is a 
corporation organized and operated exclusively for charitable and 
educational purposes and, as such, exempt from Federal taxation 
in accordance with Part 6 of Section 231 of the Revenue Act of 
1918, retained as a part of the Act of 1924, which provides that 
corporations, and any fund or foundation organized and operated 
exclusively for religious, charitable, scientific, literary or educa- 
tional purposes shall exempt from taxation under that Act. 
This contention, in July 1920, was affirmed by the Committee on 
Appeals and Review and by the Solicitor of Internal Revenue, 
and the Association with its status thus officially recognized 
received a refund of Federal taxes already paid and was relieved 
from the necessity of filing further returns of annual net income. 

“The Association employs no soliciting agents and pays no 
commissions. It is authorized to transact business in the State 
of New York only, but through the medium of the mails it issues 
contracts to all parts of the United States and Canada and by 


the same means receives premiums thereon. LPased on premium 
income from insurance policies originally issued to residents of 
New York State, it would appear that about eighteen per cent 


of the Association's insurance business is accredited to that state.” 


income 
1919 1921 1923 1924 
First year premiums on origi- 

ls * Pee oes ebivasesekss $9,895.61 $41.536.06 $65,819.82 $66,865.45 
Consideration for original an- 

nuities involving life con- 

EE es ee 23,482.91 114,806.48 216,029.37 993,125.88 
Renewal premiums ......... wssceses 38,597.14 151,657.26 216,038.46 
Renewal premiums for defer- 

DOG QUEERS We ccc ccdocs aveeostt 115,796.41 351,067.54 505,825.37 

Dividends 


“As already shown it is the purjose of the Association to con- 
duct its business without profit to the Association or its steck- 
holders. It is further stated that the Association should transact 
its business exclusiveiy on the non-mutual basis and shall issue 
only non-participating policies. The operations of the Associa- 
tion have resulted in accumulating funds in excess of the legal 
reserves required. As this excess is not available to th» stock- 
holders and the management has deemed it unnecessary to hold 
all of this surplus in reserve, dividends hav: been declared to 
policyholders beginning with the first year of business, notwith- 


standing the provision of its charter as to the issue of non- 
participating policies only. The amounts respectively appropri- 
ated and paid out as dividends for the several years are as 


follows: 


Year Appropriation Total Paid 
1920 $1,700. $1,568.10 
1921 5,300. 4,804.51 
1922 9,300. 8,662.63 
19255 15,000. 14,049.34 
1924 21,000. 20,276.55 
1925 29,000. 


Dividends are apportioned to the individual policies by allow- 
ing 1% of the initial reserve for the year plus a percentage of 
the mortality. For the first year this percentage is fixed at 
10% for term poticies and 15% for policies requiring a higher 
premium. This percentage is increased by 19% for each sueceed- 
ing year. It will be noted that the Association assumes not only 
that there will be mortality gains but that, these gains will be an 
increasing percentage of the expected each year. ., + ase 

On annuities, the premium, paid by the po'icyholder is,.by:a 
separate calculation of the company improved. at 44496 compound, 
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TEACHERS INSURANCE AND ANNUITY ASSN.—Continued 
interest and the difference in the amount thus obtained and that 
obtained in determining the legal reserve at 4% is set up as 
a special reserve to provide dividend or bonus additions to 
annuities. The amount of these additions at the end of 1924 was 
$21,787. 

Dividends on insurance policies became payable upon the receipt 
by the Association of the first premium for the succeeding policy 
year. Annuity dividend bonuses are credited upon the comple- 
tion of the calendar year and are available to the policyholder 
in the same manner as are the contractual obligations. 


Scope and Character of Business 

“Owing its inception, as it does, to a purpose to provide 
annuities, it is but natural that the larger part of the activities 
of the Association have been in the writing of annuity contracts, 
to the degree that measured by both premium income during 
1924, and policy reserves at the close of that year, about eighty- 
four per cent of the Association's business is of this description, 
while nearly seventy-nine per cent of the total premium income 
since the inception of the Association has been for annuities. 

“In this aspect the appeal or presentation of the Association 
is dual in its nature. 

“First, the individual teacher is offered a deferred life annuity 
planned to be an assurance of financial competence in old age ai 
the lowest legal rate with not only an assurance that there will 
be no charge for administration expenses, but a probability that 
without additional cost to him means may be found to increase, 
or even double, that annuity. 

“Second, to the employing institution, which may by giving 
financial and moral support to the Association’s “Contributory 
Plan for Retiring Al'owances” indirectly give added efficiency ane 
stability to the teaching profession and avoid the oft-times mora) 
obligation of employing to the disadvantage of both teacher and 
institution, the waning powers of old age. 


“At first about 70% of the Association’s insurance businegs ; 


issued on term plans but the proportion has shown a dee 


_ constituted only about 55% of the whole, which proportion gy 


ing tendency so that at the close of the year 1923 term ingyr ., 


to have been further decreased during 1924. 


“Policies of either kind are issued only to employees of ins 


tions regarded by the Association as coming within the dese 





| economic sense and benevolent 


_ and less cost and doing business on scientific and conserva 


from an insurance standpoint, though for that reason less des 


| tection of dependents and for a competence in old age.” 


tion contained in its charter. Ali policies contain two rates, 
first which includes a loading of 11 1/9% of the net rate is app 
cable only when the holder ceases to be employed by a qualifie 
institution; the second is a 10% reduction therefrom and coy 
quently, net. Net rates apply to all policies when issued and 
effective at the present time on nearly all the business outstapé 
ing. 
Conclusion 


“In view of the unique character of this organization and 
distinctive methods it employs, your examiner has made it ¢ 
subject of a special study and as a result feels warranted jn ¢ 
statement that the Association is an institution educational ip» 
rather than charitable, isgy 
to its policyholders, insurance and annuity contracts at net rat 















principles without intent or expectation of profit to any ind 
vidual or group of individuals other than its policyholders. 
risks are taken from a class usually regarded as above the ave 


able as annuitants. It discharges its policy obligations with justi 
and dispatch and carries reserves equal at least to legal requir 
ments. Its distribution of surplus is solely to policyholders } 
methods which seem to your examiner to be equitable. Th 
who are eligible to its benefits may well avail themselves of 
opportunity to thus provide at a minimum cost for the Pp 
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